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§431.812 Review procedures.

(a) Active case reviews. (1) Except as
provided in paragraph (a)(2) of this sec-
tion, the agency must review all active
cases selected from the State agency’s
lists of cases authorized eligible for the
review month, to determine if the cases
were eligible for services during all or
part of the month under review, and, if
appropriate, whether the proper
amount of recipient liability was com-
puted.

(2) The agency is not required to con-
duct reviews of the following cases:

(i) Supplemental Security Income
(SSI1) recipient cases in States with
contracts under section 1634 of the Act
for determining Medicaid eligibility;

(ii) Foster care and adoption assist-
ance cases under title IV-E of the Act
found eligible for Medicaid; and

(iii) Cases under programs that are
100 percent federally funded.

(b) Negative case reviews. Except as
provided in paragraph (c) of this sec-
tion, the agency must review those
negative cases selected from the State
agency'’s lists of cases that are denied,
suspended, or terminated in the review
month to determine if the reason for
the denial, suspension, or termination
was correct and if requirements for
timely notice of negative action were
met. A State’s negative case sample
size is determined on the basis of the
number of negative case actions in the
universe.

(c) Alternate systems of negative case
reviews—(1) Basic provision. A State
may be exempt from the negative case
review requirements specified in para-
graphs (b) and (e)(2) of this section and
in §431.814(d) upon HCFA'’s approval of
a plan for the use of a superior system.

(2) Submittal of plan for alternate sys-
tem. An agency must submit its plan
for the use of a superior system to
HCFA for approval at least 60 days be-
fore the beginning of the review period
in which it is to be implemented. If a
plan is unchanged from a previous pe-
riod, the agency is not required to re-
submit it.

The agency must receive approval for a
plan before it can be implemented.

(3) Requirement for alternate system. To
be approved, the State’s plan must—

(i) Clearly define the purpose of the
system and demonstrate how the sys-
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tem is superior to the current negative
case review requirements.

(ii) Contain a methodology for identi-
fying significant problem areas that
could result in erroneous denials, sus-
pensions, and terminations of appli-
cants and recipients. Problem areas se-
lected for review must contain at least
as many applicants and recipients as
were included in the negative case
sample size previously required for the
State.

(iii) Provide a detailed methodology
describing how the extent of the prob-
lem area will be measured through
sampling and review procedures, the
findings expected from the review, and
planned corrective actions to resolve
the problem.

(iv) Include documentation support-
ing the use of the system methodology.
Documentation must include the time-
frames under which the system will be
operated.

(v) Provide a superior means of mon-
itoring denials, terminations, and sus-
pensions than that required under
paragraph (b) of this section.

(vi) Provide a statistically valid
error rate that can be projected to the
universe that is being studied.

(d) Reviews for erroneous payments.
The agency must review all claims for
services furnished during the review
month and paid within 4 months of the
review month to all members of each
active case related in the sample to
identify erroneous payments resulting
from—

(1) Ineligibility for Medicaid;

(2) Ineligibility for certain Medicaid
services; and

(3) Recipient understated or over-
stated liability.

(e) Reviews for verification of eligibility

status. The agency must collect and
verify all information necessary to de-
termine the eligibility status of each
individual included in an active case
selected in the sample as of the review
month and whether Medicaid payments
were for services which the individual
was eligible to receive.
The agency must apply the administra-
tive period described in §431.804 when
considering the case circumstances and
the case correctness. In order to verify
eligibility information, the agency
must—
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(1) Examine and analyze each case
record for all cases under review to es-
tablish what information is available
for use in determining eligibility in the
review month;

(2) Conduct field investigations in-
cluding in-person recipient interviews
for each case in the active case sample,
and conduct in-person interviews only
when the correctness of the agency ac-
tion cannot be determined by review of
the case record with recipients for
cases in the negative case action sam-
ple (unless this is otherwise addressed
in a superior system provided for in
paragraph (c)(1) of this section);

(3) Verify all appropriate elements of
eligibility for active cases through at
least one primary source of evidence or
two secondary sources of evidence as
defined by HCFA by documentation or
by collateral contacts as required, or
both, and fully record the information
on the appropriate forms;

(4) Determine the basis on which eli-
gibility was established and the eligi-
bility status of the active case and
each case member;

(5) Collect copies of State paid claims
or recipient profiles for services deliv-
ered during the review month and, if
indicated, any months prior to the re-
view month in the agency’s selected
spenddown period, for all members of
the active case under review;

(6) Associate dollar values with eligi-
bility status for each active case under
review; and

(7) Complete the payment, case, and
review information for all individuals
in the active case under review on the
appropriate forms.

8§431.814 Sampling plan and proce-
dures.

(a) Plan approval. The agency must
submit a basic MEQC sampling plan (or
revisions to a current plan) that meets
the requirements of this section to the
appropriate HCFA regional office for
approval at least 60 days before the be-
ginning of the review period in which it
is to be implemented. If a plan is un-
changed from a previous period, the
agency is not required to resubmit the
entire plan. Universe estimates and
sampling intervals are required 2 weeks
before the first monthly sample selec-
tion for each review period. The agency
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must receive approval for a plan before
it can be implemented.

(b) Plan requirements. The agency
must have an approved sampling plan
in effect for the full 6-month sampling
period that includes the following:

(1) The population to be sampled;

(2) The list(s) from which the sample
is selected and the following character-
istics of the list(s):

(i) Sources;

(ii) All types of cases in the selection
lists;

(iii) Accuracy and completeness of
sample lists in reference to the popu-
lation(s) of interest;

(iv) Whether or not the selection list
was constructed by combining more
than one list;

(v) The form of the selection list
(whether the list or part of the list is
automated);

(vi) Frequency and length of delays
in updating the selection lists or their
sources;

(vii) Number of items on the lists and
proportion of listed-in-error items:

(viii) Methods of deleting unwanted
items from the selection lists; and

(ix) Structure of the selection lists.

(3) The sample size, including the
minimum number of reviews to be
completed and the expected number of
cases to be selected. Minimum sample
sizes are based on the State’s relative
level of Medicaid annual expenditures
for services for active cases, and on the
total number of negative case actions
in the universe for negative -cases.
When the sample is substratified, there
can be no fewer than 75 cases in each
substratum, except as provided in para-
graph (c) of this section or as provided
in an exception documented in an ap-
proved sampling plan which contains a
statement accepting the precision and
reliability of the reduced sample.

(4) The sample selection procedure.
Systematic random sampling is rec-
ommended. Alternative procedures
must provide a representative sample,
conform to principles of probability
sampling, and yield estimates with the
same or better precision than achieved
in systematic random sampling.

(5) Procedures used to identify
amounts paid for services received in
the review month.
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